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National Association of Cost Accountants 


EDITORIAL DEPARTMENT NOTE 

From time to time the Association includes in its publication schedule 
ial dealing with economic problems of a general kind. We are 
therefor glad to present in the current issue the subject of life insurance 
from so able an authority. The increasing place of life insurance in 
business is an outstanding development of comparatively recent years. 
The real function of life insurance both in its social and its business 

relationships has never been more clearly set forth than here. 

The author, Dr. S. S. Huebner, has long been a foremost apostle of 
insurance. Among his many professional connections and attainments 
may be mentioned the following: 

Expert to the Congressional Committee on the Merchant Marine of 1 
the House of Representatives during 1912-16, in charge of the shipping BE 
investigation, which led to the passage of the Shipping Act of 1916 a d 
the creation of the United States Shipping Board. Special expert in 
Insurance to the United States Shipping Board, 1910-23. Special expert 
in Insurance to the Congressional Committee of the Mer t Marine 
of the House oi Representatives, 1919-23, in charge of the Marine 
Insurance Investigation, which led to the creation of the American 
Marine Insurance Syndicates and the passage of the Model Marine 
Insurance Law of March 4, 1922. Appointed by Hoover, 
Chairman of the Insurance Committee of the National Conference on 
Street and Highway Safety during 1924. 

Dr. Huebner is at the present time Professor of Insurance and head 
of the Insurance Department of the Wharton School of Finance and 
Commerce, University of Pennsylvania; Expert in Insurance to the 
United States Shipping Board; Member of the Advisory 
Committee of the United States Chamber of Commerce; and Member 
of the Committee on Insurance of the Philadelphia Chamber of Com- 


merce. 

He is the author of the following volumes: 

“Life Insurance” (revised 1923), “Property Insurance” (revised 
1922), “Marine Insurance” (1920), “The Stock Market” (1922), “Steam- 
ship Affiliations and Agreements in the American Foreign and Domestic i 
Trade” (1914), “Status of Marine Insurance in the United States” 
(U. S. Government Report, 1920), “Legislative Obstructions to the De- q 

of Marine Insurance in the United States” (U. S. Govern- i 
ment Report, 1920). 
ree sages was delivered before a recent meeting of our Phila- 
pter. 


NEW USES OF INSURANCE 


Having spoken to you once on the subject of Fire Insurance 
and at another time on the subject of Marine Insurance, I thought 
it might be well tonight to discuss with you certain aspects of the 
§teatest kind of insurance there is and ever will be, namely, the 

ce of our lives. The big institution of life insurance is in its 
Mere infancy. There are about seventy-five thousand millions of 
dollars of life insurance on the books today, but that is only about 
me-thirtieth of what ought to be outstanding. If everybody did the 
tight thing for himself and for those for whom he is working and 4 im 
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living—namely, his family and his business associates—there ought 
to be on the books right now an amount of life insurance equal t 
about six or eight times all of the property of this great land. 

; There is no doubt at all that, when the economics of life values 
is taught in the way that we teach property economics, life insur. 
ance is bound to become, and it will become in the next twenty 
years, by far the largest single financial business in all the world, 
You as accountants should be greatly interested in this subject, not 
only from your own persona! standpoint but also from your voca- 
tional standpoint, because, as I see it, the day is not far distant 
when you as accountants will be called in as experts to assist in the 
valuation of human lives for business purposes in the same way that 
we value our property. 

Now I have not the time tonight to touch on all the phases of 
this subject. I am now in the midst of a book on the economics of 
life insurance, in which I hope to elaborate in much greater detail 
some of the ideas that I will touch upon here. But I will mentiona 
few ideas to give you a vision of the bigger thought that I really 
have in mind. The science of economics, or the science of. business, 
as it is frequently called, deals in the last analysis with the organ- 
ization and the management of values. There are, as far as I can 
see, only two types of values. The one type we call the property 
value. it comprises the material tangible things, such as land, the 
structures on the land, the equipment in the structures, the raw 
materials of manufacture, the finished products, and to some extent 
also so-called “good will.” These property values have been the val- 
ues that we have had in mind when we talk about economics, and 
virtually the whole science of economics has been reared up on the 


basis of property values. 

During my seven years in college—and I specialized in the sub- 
ject of economics, intending to become a teacher in that subject— 
l really never heard anything about any value other than the prop- 
erty value. Numerous text-books have been written on the so-called 
Applied Economic Sciences, but almost without exception those 
books deal with property alone. The teachers have been trained 
in the field of property, and I think I am conservative in saying that 
our economic learning has been principally a property learning 
and we have viewed everything through the spectacles of property. 
In other words, we have been living in an age of property philoso 
phy and our schools of business in all the leading institutions of 
the country are not entirely but essentially property schools, deal 
ing with the organization and management of property. 

Now thére is another value and one that is very much more 
important in any community, as well as nationally, than this prop 
erty value. It consists of the value that you represent as an indi 
ual by way of earning power. It comprises the health and the 
character that you possess, the education and training and 
ence that you acquire, the industry that you manifest, the ju 
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that you display, the power of initiative that you can demonstrate, 
and—by no means, least—the driving power that a human being 
@erts to put across in a tangible way the economic images that his 
mind creates. 

When you stop to think about it for a moment, you will realize 
that all the property values that we have are the result of that life 
value. Emerson was quite right when he said, “An institution is but 
the lengthened shadow of a man.” And as you go through business 
plants and talk intimately with those who have charge of those 
— you will find that the emphasis is upon one or a number of 

beings who have put that institution on the map and have 
made it a productive factor. 

Business after all is nothing more than a happy union of so- 
talled capital with the life value. The life value becomes greater be- 
tause it has material things to work with, but the material things 
possess a value on'y because the life value makes them produc- 
tive, and therefore gives them a market value. The life value, 
in other words, representing the God-given forces that we incorpor- 
ate within our own being, is the cause of all other values. Property 
values are merely an effect. The life value is the permanent pro- 
ducer and the property is but the temporary factor. It is the life 
value that really constitutes the connecting link between one gener- 
ation and the next generation, whereas the property values are very 
fleeting in character and would not. maintain themselves very long 
were it not for the constant force that is injected into them by the 
luman beings that, after all, are the creative force behind every- 
thing economic by nature. 

It is that life value that I wish to discuss with you this evening 
for a little while. If we take the current earning capacity of the 
adult lives of this country and only that part of the current earning 
tapacity which is needed for the support of others—because I as- 
gure you that we have no value unto ourselves, but are valuable only 
because of our relations to others, particularly, the members of our 
family and our business associates—if we take that part of our 
wrrent earning capacity which is needed for the help and the sup- 
port of others and capitalize it at 5 percent interest, we will obtain 
i total, according to the latest statistics that we have, which is 
gual to about $2,400,000,000,000 (two trillion four hundred billion 
iollars) , or roughly speaking an amount that is equal to about seven 
times all of the 350 billions of material property in the United 
States. It is a tremendous value and for the great mass of our 
people it is the only real value there is. 

I have not the time this evening to detail all the facts, but else- 
Where I have proceeded to outline all human workers into some 
fight classes, and I think I could demonstrate, if I had the time, 
that in every one of these classes the life value, as regards business 
Worth, exceeds the property value, and for about 95 percent of all 
tle workers in this country the life value, the value of these 
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God-given forces comprises virtually the sum total of the business 
worth. If you ask me what my business worth is, I will tell you that 
you see it all right here. I have a few little investments, it is true 
I hope to increase them somewhat, but I am not blind to the fact 
that with respect to those for whom I am working and living, that 
value which you see here tonight, whatever it.may be, is by far the 
most important value. And the same thing is true of virtually all 
other teachers. The same thing is true of the doctor, the dentist, 
the accountant, the lawyer, the engineer, the artist, and a host 
of other professions and vocations that I might mention. And the 
remarkable thing is that the greater the life value of any of 
these individuals becomes, the more complete is the loss when that 
ag — incident which is called death comes along and snuffs 
ou 

I have made a rather extensive canvass among doctors and the 
answer seems to be that the doctor’s practice on the average cannot 
be sold for more than about one year’s income. The general prac- 
tioner gets a little more than those who are expert, but the real 
specialist in medicine and the real specialist in any of the other 
vocations, when he dies simply loses completely his total business 
worth, because he can find no substitute to take his place. 

Now just please accept the fact that the life value for 95 per- 
cent of the people is virtually the sum total of the business worth. 
I have discussed the matter with merchants where it would seem 
that property constitutes the major part of their business estate. 
But when we deduct all the. indebtedness and get down to the net 
property value that is owned outright, and then consider the effect 
that the death of the strategic life in the business would have on 
that balance of property—usually about 25 percent of the property 
involved together with an average 25 percent shrinkage that takes 
place in any estate through settlement costs and post-mortem taxes 
and other obligations, just because a man happens to die—practic- 
ally every merchant and manufacturer with whom I have taken up 
this question frankly concedes, although he says he has never looked 
at it in that way before, that his life value becomes the greatest 
asset in his particular business—a greater asset by far than the 
property which he actually owns outright in his business after de- 
ducting all his debts and other obligations. 

Now, may we not ask ourselves the question: Why shall not this 
life value, since it is so important to the individual and also nation- 
ally, be viewed scientifically, just as we view our property? Should 
we not organize that life value and manage it in exactly the same 
way that we have seen fit for the past thirty to fifty years to man- 
age our property affairs? ; 

You as accountants know that our property affairs are sub- 
jected to certain very definite principles. Our students are taught 
those principles and when they graduate from our schools of busi- 
ness they believe in those principles.' They endeavor to practice 
them: Whether they exactly understand them or not does not al 
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ways make much difference; these principles have been drilled into 
their systems. We apply, for example, the principles of appraisal. 
We appraise our property. We subject all property to the stamp of 
the dollar. We next, wherever possible, capitalize our property 
with evidences of worth. Probably 75 percent of all the material 
property in this country is evidenced today with some piece of 
. We apply the principles of depreciation. We extend the idea 
of the sinking fund to our property affairs. We subject our prop- 
arty affairs to the principles of indemnity—that is, we protect it 
inst loss. We apply to property the principles of conservation 
resources. When it becomes necessary, we liquidate those prop- 
arty affairs in a scientific way. We apply to them the principles of 
investment. We apply also the principles of wills and trusts to 
our property affairs. In other words, we subject our material 
things to a definite philosophy, and we regard a man a fool who does 
not see fit to make use of the principles which are by this time well 
established, and which, as I said, are taught as a matter of course 
to those who are developing their abilities in the field of property 
organization and management. 

Now I want to raise the question, Should not we apply every 
me of those same principles to the worth of our lives? Values 
are values. What difference does it make as to the form they are 
in? And why should we not apply the principles of appraisal, of 
tapitalization, of depreciation, of sinking funds, of indemnity, of 
enservation, of wills and trusts, of liquidation, of investment— 
the whole range of the principles, if you please—to our lives in the 
fame way that we do to our property— particularly when the life 
value for the 95 percent of our workers constitutes virtually the 
aly business worth that there is? 

I do not think that anyone can say “No” to that question. 

Then the next question arises, Can that be done? Yes, abso- 
lately. We can subject the life value to the same philosophy that 
we have subjected our property affairs to, ' and it is high time that 
we begin to look through the spectacles of the life value philosophy 
quite as much as we are accustomed to look through the spectacles 
of property. 

And then you ask the question, How can that be done? And 
the answer is that those principles can be applied through the in- 
fitution of life insurance. Life insurance is the medium, the in- 
Hitution, through which we apply to our life value the same prin- 
tiples which for many years we have seen fit to apply to our prop-. 
@ty affairs. Now that is rather a new idea. We heard little or 
Wthing about that two years ago. That will become the prevailing 
idea, and when it does and people accept that doctrine as a matter 
of course, then the volume of life insurance is bound to be many 
limes as great as it is today—and it is already, as you know, very 


I thought I would this evening take a few of those principles 
iid apply them for you. I have not the time to discuss their entire 
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range, but if I did have the time I could take up these ee 
one by one all down the line, and show you on the one hand how 
to use them in connection with property, why the same idea should 
be used in connection with our lives, and how life insurance cam be 
used to apply identically the same thought. So the greatest favor 
you can do me when I get through is to ask me any questions and 
then to become more liberal purchasers of this type of protection; 
it is many times as important as all the other forms of insurance 
put together. All of you are under-insured. Every one of you can 
carry more, and I hope to make that clear in some limited sense. 

Now in the field of property we have the happy thought of 
representing the property with pieces of paper that we might cal] 
“evidences of worth.” When the property is corporate in character 
we issue, as you know, stocks and bonds. Stocks and bonds today 
represent probably one-half of all the property worth of this land. 
The pieces of paper are evidences. They are not the property it- 
self, but we desire to have the property change hands freely and 
likewise when we wish to use the property as collateral for loans 
we desire to have a piece of paper which will be readily accepted 
by the creditor as an evidence of the property against which the 
loan is made. 

Where the property is stored for market purposes in ware 
houses—such as grain, cotton, coffee, sugar, rubber, etc.—we use 
the general warehouse receipt. And the general warehouse receipt 
in our organized markets is identical in character with stocks and 
bonds as evidences of worth. If the property is in course of trans 
portation we use the bill of lading which changes hands readily and 
which, as collateral for loans, is a wonderful instrument, if it is 
accompanied with property insurance, either fire or marine. In the 
event of immobile properties, such as real estate, the mortgage has 
become a wonderful evidence of the worth of property. There 
are other evidences I might mention, but those I have referred to 
are the outstanding evidences of worth, and all told I should roughly 
say that about 75 percent of our material things are represented by 
these pieces of paper. 

Now if we do that in the field of property—and it is really the 
basis of the big science of corporation finance—then I raise the 

uestions as to why we should not do the same thing with regard t 
t much greater worth, the worth of our life? I have always 
maintained, and I am a teacher of corporation finance, that as re 
gards the life value, our courses present the subject from the stand- 
int of property. In three of the leading text-books that I have 
had the pleasure to read in the field of corporation finance, nowhere 
between the two covers do they even mention the life value; nor do 
they mention life insurance. The authors of these books—and 
lease understand I am not criticizing—have written them while 
ooking at things through the pair of spectacles that I call the “prop 
erty spectacles.” And yet the principles of corporation finance 
are equally applicable to our life value. Why should they not be? 
699 
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Values are values, and some fine day there will be forthcoming a 
hook on corporation finance which will blaze the new trail, and in 
my opinion the correct one. We ought to evidence our life values 
with an evidence of worth, which readily transfers that value from 
gne owner to another, in the event that we pass, and which likewise 
is readily available in the event that we wish to borrow on the 
security of these God-given forces that are incorporated within 
our being. 

I am drawing a lot of analogies tonight. I want you to see 
one point—the similarity between the property value and the life 
yalue, that both are to be subjected to the same ideas. Now, that is 
exactly what life insurance enables us to do. We call a life insur- 
ance policy a “policy”; that is wrong. We should never have used 
that word “policy.” We should use the word “bond” instead. We 
call a premium a “premium.” I do not know why. The layman 
doés not understand that. The premium is nothing more than a 
deposit. We call the reserve a “legal reserve” and the dear layman 
does not understand that. The reserve is nothing more than an 
ordinary sinking fund. We call a claim a “claim” and how does the 
layman understand what is meant by that? The claim is nothing 
more than the return of money to which you are entitled. 


We use a language in life insurance that ought to be put in 
the waste-basket. It was created by experts who meant perfectly 
well, but they followed a plan similar to the botanist who called some 
ordinary flowers by some extraordinary names. If we had used a 
different language years ago people would not regard insurance as 
“hat mysterious thing.” 

There is nothing simpler in all the world than a life insurance 
policy—a life insurance bond as I prefer to call it—if we under- 
stand its meaning. 

What is a so-called “insurance policy”? It is nothing more 
than a bond. A life insurance salesman is a bond salesman just 
as truly as the salesman who represents a bond house. The life in- 
surance policy, so called, is a callable sinking fund bond issued 
against the value of your life, if you have appraised yourself ade- 
Mately, in exactly the same sense that corporations today issue 
tallable sinking fund bonds against their material assets. When 
Ptoperty is exhaustible in its nature—used up in the course of 
production or depleted in the course of time—and corporations wish 
toborrow against that type of property, the bondholders will insist, . 
ney know their business, on a so-called callable sinking fund 


The bond is callable in the sense that if the corporation at 
certain designated times wishes to exercise the right of redemption 
itcan call in those bonds by lot or other method, and you, the bond- 
lolder, are obliged to turn in the bond for redemption. But if the 
“rporation wishes otherwise, it does not have to exercise that op- 
tion, and you then have the promise that there shall be taken out 
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of current production certain deposits to be put into a sinking 
fund for the specia! protection of the bondholders; and these de 
posits, improved at the current or an assured rate of interest, will 
cause that sinking fund to grow gradually and systematically until] 
it will just equal the face of the bond issue at its due date, probably 
many years in the future. 

Callable sinking fund bonds are on the increase and you have 
probably noticed that the governments on the other side of the 
water are thinking very seriously of that particular method of 
financing. Now that is exactly what a life insurance policy is. You 
have appraised your life value, let us say, at $50,000, and you issue 
a callable sinking fund bond against that value. The value may be 
made payable to the business or payable to your family. 

Another thing that we shall teach in the next ten or twenty 
years in our schools is that a man’s family is a business; it is the 
greatest business any man can have, and the family should be run 
and organized just exactly as a business is. Why not? You issue 
a callable sinking fund bond say, for a twenty-year period, against 
that $50,000 of life value. Any time that you are called, within the 
twenty-year period, that bond is immediately redeemed for the 
full $50,000. It is usually redeemed within about forty-eight hours 
after the proof of the call is in, and if you hustle the undertaker 
a little bit the redemption is speedy. But suppose that you are not 
called. Suppose you are allowed to live out the span of life agreed 
upon in this bond, i. e. twenty years. Then there will be taken out 
of your current earnings certain deposits which, as I said, we un- 
fortunately have called “premiums,” which deposits, together with 
an assumed rate of interest, will cause the sinking fund in which 
they are ipoy to grow gradually and systematically until it will 
just equal the face value of the bond, $50,000, at the due date 
twenty years hence. In other words, the sinking fund retires the 
bond. Called or not called, live or die, this bond will be redeemed 
for the amount that you have bonded yourself with; in this in- 
stance, $50,000. 

I wish I had the time tonight to take up the subject of ap- 
praisal of life values with you. I have written a chapter on it. It 
is a little bit complicated, but just as sure as I stand here, the day 
is not far distant when business men, men of affairs, will call you 
or other experts in to help them appraise their life values in the 
light of all the circumstances that they are laboring under. I have 
had great pleasure in having two big appraisal concerns consult 
with us within the past year on the subject of life value app 
They are beginning to appreciate the future and are getting ready. 
I have had the pleasure of spending several days with a man 2 
this city who wants to bond himself for somewhere around a mil- 
lion dollars but who is interested in ascertaining, in view of the 
complicated nature of the circumstances under which he is opera 
ting his business affairs, the approximate worth of his life value 
I assumed in connection with the illustration above that we have 
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ascertained what we are worth. The next thing is to capitalize— 
to bond that worth with a so-called “callable sinking fund bond.” 

Now if you want to make the period thirty years—if you want 
to cover it with a 30-year bond—the principle is just the same, it 
would be a 30-year endowment policy. If you want to make it 
forty years, you can do that. All policies, outside of pure term 
insurance policies, are endowment policies, even the ordinary life 
policy, a “whole life” policy, as we call it. The principle is ab- 
solutely identical with that I have already explained for this 20-year 
period. That is all there is to life insurance, i. e. extending to our 
worth an idea which we accept as a matter of course with respect 
to property. 

Now we apply to our property affairs the principle of depre- 
ciation. You would not want to buy a stock or bond in a corpora- 
tion that you knew ignored that important idea. Every Public 
Service Commission requires it today; all railroads have every 
locomotive, every car, every tie, and every item of property sub- 
jected to the principles of depreciation. May I ask why we should 
not apply the same idea to the worth of our life? Let us never 


. forget that our life value is also an exhaustible value; it Hoes not 


last forever. A machine may disappear suddenly. In our property 
affairs we have allowed for that. Well, your life value may disap- 
- suddenly—be smashed. That is called “premature death.” 
tmay happen during the working period of your life. We know, 
however, that if the machine does not disappear suddenly, if it is 
not smashed, it will wear out gradually, and we make allowance 
for that. You and I should know that, if we are not smashed sud- 
denly, the $50,000 will wear out gradually, and by common consent 
we have adopted age 65 as the age when the wearing out process 
is completed and we are worth zero. Some go beyond that age. 
Agreat many do not reach it. It is the average. 

At the University of Pennsylvania I was told, I think some 
ten years ago, that when I reach the age 67 I am to be retired— 
Isuppose for the good of the service. We all are to be retired. The 
Pennsylvania Railroad Company, as you know, retires them all 
the way up to the officers. Many businesses, I find, are anxious 
to adopt the same plan, and not long ago I talked this over with the 
dilicers of a big corporation in the central part of this state where 
they wish to retire their workers at 55. By common consent age 
65 is adopted today by the life insurance companies as a very desir- 
able time to work out your depreciation period to the zero point. 
You know that a person may die in more than one way. He may 
have the life value destroyed suddenly or have it wear out gradu- 
ally. Also, we realize that property may also disappear because 
of obsolescence. Our life value may also disappear in that way. 
Why, right in the midst of your working life, although you have 
not died the casket death, or the economic death when you become a 
Minus quantity—a consumer and not a producer any longer— 
you may become totally ard permanently disabled. You live but 
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- are not living economically. We call that the “living death” 
t is the death that is characterized by the expression, “total and 
permanent disability.” It is the worst death I know of. If I had 
to take the pick of the three I can assure you it would not be that 
one. it is a death which means that all the current expenditures 
keep up as far as you are concerned, and usually in aggravated 
form, because of the medical cost, nurse hire and what-not. And of 
course your family would be very much better off without you 
‘Twenty years ago they used to rail at this and say it was the height 
of folly, but today practically all the life insurance companies also 
extend protection against this kind of death, and a life insurance 
policy, a life insurance bond, to be complete should protect against 
all three kinds of death. It should protect on the one hand against 
the casket death; it should protect on the other hand through an 
accumulating sinking fund against the retirement death at 66, 
and it should also provide against total and permanent disability. 
That is a complete life insurance policy. 


TABLE 
20 years, $50,000 
(1) (2) 
Decreasing 
Term Increase 
Insurance Saving 
$48,000 $ 2,000 
40,000 10,000 
25,000 25,000 
10,000 40,000 
0 50,000 


Now a life insurance policy is nothing more than two separate 
accounts. As far as I know, there are only three books that present 
this simple reasoning. If we had had this presented sooner the 
public would not have so many wrong ideas. (See tables on this 
page.) We assume a $50,000 bond for 20 years. At the beginning 
you have term insurance for a large amount. The first column 
we will call “Decreasing Term Insurance.” 

Everything about life insurance is explainable through these 
two accounts, because life insurance represents a union of these 
two—the one is “Decreasing Term Insurance” and the other “In- 
creasing Savings.” Nearly all the literature and all the emphasis 
have always been on the idea that you carry $50,000 of insurance 
all through those 20 years. That is nonsense. Many people who 
desire to get laws passed against endowment insurance do not un- 
derstand an endowment policy. They think that when you die you 
lose. You do not. 

The other account may be called an increasing investment 
fund, or sinking fund—call it what you like. We will call it aa 
Increasing Savings Fund. At the beginning nearly all your protec 
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tion is in the Decreasing Term Insurance. When your savings have 
increased to $2,000 on this side (Col. 2) the term insurance (Col. 1) 
is $48,000. Under any other plan of saving all you have would be 
what you have succeeded in accumulating up to that point. 

Building and Loan Association work should always be ac- 
companied with life insurance. The savings bank should always 
use life insurance. A bond house, using the instalment method, 
ought always to accompany that investment with life insurance. 
Every savings institution that you can mention needs to be pro- 
tected because the savings period needs to be insured. In the last 
analysis the purpose of life insurance is the insurance of an estate. 
Live or die, its purpose is to create for you an estate. Under the 
life insurance method, however, if you die you get back not only the 
$2,000 that is in your sinking fund, but you also get the $48,000 
that is not there, because you did not have time to put it there. 
You always get your proposition in full—your $50,000. In other 
words, this $48,000 (Col. 1) is protection against the casket death 
during the working period of your life. This (Col. 2) is the pro- 
tection account against the economic death—when you reach the 
end of that 20 years or 30 years, or whatever pericd you may have 
selected. Personally, I believe you ought to have your insurance 
mature at the time you retire from work. 

When this saving fund (Col. 2) grows finally to $10,000, this 
sinking fund (Col. 1) has automatically gone down to $40,000. 
Your term insurance is always the difference between the cash value 
of your policy and its face value. 

Under any other method you would only have about $10,000. 
Some say one would also have the sums that he paid for term insur- 
ance, but I doubt that very much; we have so many failings. And 
then when this insurance becomes $25,000 (Col. 2) your term insur- 
ance (Col. 1) has gone down to $25,000. When this becomes finally 
$40,000 your term insurance is down to $10,000. You are paying 
tach year for a decreasing term insurance at an age one year higher 
—as simple as it can be—and just at the end of the 20-year period 
when your sinking fund is complete for the $50,000, your term in- 
surance is zero, and why not? You have won out in your resolu- 
tion, provided you have appraised your value adequately and have 
mapped out a working program for your full life. Life insurance 
is the creator of an estate in the event that you die, and this is 
the important thing—it also creates an estate on the right side of 
the account, in the event that you live. 

To talk term insurance only—to desire the divorcement of 
investment from life insurance—takes out of this great institution 
the very thing we should keep there. I would not think so much 
of life insurance if it were not for the investment side of it. I 
Will touch on that a little later. You need the two accounts united. 

This (Col. 2) may also be defined as your Depreciation Ac- 
count. That is what it is. I am now depreciating myself gradually. 
Various people have a different line to draw. Some people have 
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more or less a regular income, and then it begins to go down to say 
age 50—particularly those who are manual workers. For others 
in a calling such as mine, and I think also in yours, the line of earn. 
ings keeps going up and up, but all of a sudden it goes down to 
zero. It makes no difference what your particular line of deprecia- 
tion is when plotted on a chart. Nevertheless, you want to amortize 
yourself by setting aside out of your current income a sinking fund 
— will take care of you for the time after you have depreciated 
zero. 

This fund (Col. 2) grows as your working life correspondingly 
declines. That is the idea, and that is why I favor insurance made 
to mature at the age of 60, 65, or 70, when we are bound to give up 
our vocational work. 

In the field of property we make use of the sinking fund idea, 
Any business manager, if he has future obligations coming due, 
does not wait until those obligations mature, but he utilizes his pres- 
ent income and gradually sets aside the funds needed so that when 
the obligation falls due, the means will be there to meet it. You 
all have had that drilled into you. May I ask why we should not 
do the same thing with respect to our life? I could mention many 
such obligations. Man has a pile of obligations maturing in the 
future absolutely dependent upon his continued life and which be- 
come absolutely disorganized if he dies. I have mentioned two of 
them to you; I think they are the main ones. One is the higher 
education of the children. What is more important than that? 
And why in the world should not the present be utilized to set aside 
out of current income the funas needed to meet the obligation at 
the eighteenth or nineteenth year, or whatever year you select to 
meet that obligation? 

I wish I had had that drilled into me some years ago. I shall 
have four of them to take care of soon. I have an obligation coming 
due which makes me dizzy, and I know that if I had started long 
ago to set aside four separate sinking funds under the life insurance 
method the obligation would be met much more easily than I know 
now that it will be, simply because I did not start in time. 

Then there is another obligation—old age support. It is per- 
fectly monstrous, the view most parents have. I suppose about 
seventy-five percent of the fathers and mothers in this country 
have the idea that their children are a species of property. In the 
community in which I was raised I could give you instances of some 
parents who have the idea of raising children so that the children 
shall take care of them in their old age. Recently I spent an eve 
ning with a number of educated Japanese, and they said, “Your 
ideas are different from those of our country.” In Japan and China 
they teach the doctrine, which is perfectly good in the absence of 
life insurance, that it is the function of the children to support the 
parents. They said, “To hear you say that that is all wrong 
that the present generation should not expect help from the new 
generation is contrary to our traditions.” 
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But I stand by that. I think it is monstrous to go on the theory 
that the children should support the parents. Why, the right 
method is for the parents to do the very best for their youngsters 
and give them every opportunity, but not to expect parental sup- 
port from them. That is really progress. But to expect the new 
generation to take care of the old generation is, in my humble 
opinion, retrogression. : 

Will you just look among your own acquaintances, as I have 
done many times, and note how many fine young men and women 
—particularly fine young women—are denied all the normal op- 

ities in life just because they have been obliged to assume the 
vy burden of parental financial care. 

I sat down the other night and just thought over the list of my 
own acquaintances; it did not take long before I had noted twenty 
of my acquaintances whose normal opportunities in life have been 
largely shattered. Why? Because the parents had drilled into 
them the idea that it was the first duty of children to take care of 
them, and those parents would not depart until the opportunities 
of the children had been wasted. I think it is one of the cruelest 
things imaginable—something we want to teach against. Can that 
situation be avoided? Yes. If you take an ordinary life policy and 
a higher premium along with the ordinary life, may I tell you that 
if a person started at 25 years of age and set aside an extra 10 
cents a day—only 10 cents a day—at age 65 under the life insur- 
ance method that 10 cents a day would amount to $4,500, and that 
$4,500 put out in the form of an annuity under the life insurance 
method would yield between $450 and $500 a year income as long 
as the annuitant lives. Twenty cents would be $9,000, and so on. 
It is a perfectly appalling thing when we see how easily the thing 
tan be accomplished when spread out over the working period of 
life. And who in the world would have the 10 cents, or 20 cents, 
or 30 cents a day, if it is not put aside methodically in the way I 
have indicated under the life insurance method? There is no need 
for the present state of affairs at all. Life insurance is here to 
prevent poverty as far as old age support is concerned. It is the 
sinking fund method to meet a future obligation at its due date. 

Now I must hurry along. I want merely to present a few more 
analogies. In property we use the principle of indemnity. We 
all have to insure there. Why, in fire insurance 80 percent insur- 
ance exists today and they enforce it. Marine insurance is applied 
100 percent. But, when we come to the life value, not even 5 per- 
cent, in so far as others are depending upon it, is protected against 
loss. And may I just call your attention to the risk that is involved? 
Do you know the hazard of death during the working period of 
life? Death is certain some time. But before the age of 65 the 
frequency of the hazard is thirty times as great as the frequency 
of fire. May I point out next that the average loss to buildings by 
fire is only ten percent of the value involved, but when the death 
hazard strikes the loss is always total as regards the current earn- 
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ing capacity or the saving ability. And then may I call your atten. 
tion to a third matter? When a fire loss takes place we can usually 
replace the loss with property of like kind; but when the life value 
goes through death there is no replacement possible except a sum 
of money to be put in your place as a working entity. it not 
strange, therefore, that the least hazard—the one that happens 
only one-thirtieth as frequently, that strikes only to the extent of 
10 percent of the value, and that usually is easily replaceable—is 
almost universally insured, and that the greater hazard—the one 
that happens thirty times as frequently, that always strikes totally 


and not to the extent of only 10 percent, and where replacement is 


impossible, except with cash—is only covered to the extent of 5 
percent? And particularly so when the life value bears a relation- 
ship to our loved ones infinitely greater than the mere value of 


To me it is incomprehensible, but as I say, we have been looking 
through the spectacles of property, and the new pair of life value 
spectacles is so new that we are just beginning to appreciate the 
importance of the subject. 

That is not all. Life insurance does not exist solely to protect 
against the loss of the current earning capacity of the life. Life in- 
surance exists also to protect against the loss of property which 
we have already accumulated. Life insurance is a misnomer. Life 
insurance is property insurance just as truly and much more 80 
than is fire insurance or marine insurance. 

You may sometimes meet a man who presents this kind of 
argument. He tells you, “Everything you say is true, but I have 
been lucky; I’ve won out. I have a hundred thousand dollar es- 
tate; I haven't got it in business where my life value is needed as a 
creative force; I have it invested in bonds. I have a hundred dif- 
ferent bonds, so that the law of average holds, and I have only 
bonds of the most conservative kind; I have them in a lock-box and 
thieves and fire cannot get at them. Now, tell me why I need life 
insurance.” 

Why, that fellow talks like a fool. I have heard such poor 
reasoning many times. I ask him this question: “Would you like 
to see your estate depreciate?” “No.” “Well, I thought you 
wouldn’t. Any man with a spark of ambition in him would like 
to have the earnings of his life’s toil remain intact.” “How is it 
going to go?” “Don’t you know that your estate melts just because 
you happen to die and for no other reason? Don’t you know, for 
instance, that the Governments wait until you die and then take 4 
big portion of your estate?” The most preposterous, monstrous 
tax ever imposed in any civilized community is this inheritance tax. 
Think of taking the structure that a man has built up away from 
him when he dies! I used to write in favor of that. I have 
articles outstanding, and I should like to retract every thing I have 
said. | am not inclined to support the inheritance tax. I believe 
it is an inherently wrong tax which tears a man’s estate to pieces 
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when he is least able to defend it. They ought to tackle him while 
alive—not wait until heisdead. - 

I have observed many estates in the City of Philadelphia and 
1 find that the average shrinkage through last illness expenses, 


_ funeral costs, and costs of settlement usually amount to about 10 


t of the net estate. Post-mortem taxes make the average 
about 23 percent. I divided the estates into groups. I took estates 
of $20,000 and under, and estates from $20,000 up to $140,000. I 
found that the last illness expense, the funeral cost and settlement 
cost weighed most heavily on the smallest estates, whereas post- 
mortem taxes did not amount to much. On the larger estates the 
first three factors were least when the tax collector got through. 
But the remarkable thing was that the average was 23 percent as 
regards both groups of estates. As you get beyond $140,000 
estates the post-mortem taxes become heavier and heavier. You 
probably have read in the papers what they do with some of the 
millionaires when they die. You insure against fire, but do you not 
see that the average fire loss is only 10 percent of the value of the 
property, while death means a destruction of your property estate 
two and one-half times as much as the average fire loss? Do you 
want that? Ought you not to have clean-up insurance to keep your 
estate intact? I merely mention this to point out that life insurance 
is property insurance just as much as fire insurance is, that death 
of the owner is the cause of loss of property to the estate as surely 
as fire, and you need life insurance to protect the property you have 
already accumulated in the same way that you need property in- 
surance. 

In fire insurance we have so-called business interruption in- 
surance. Everybody is emphasizing that. They agree that the 
destruction of a power house, which may represent only one- 
twentieth of the property, may shut down the whole plant and cause 
an enormous loss of net profits and continuing overhead and un- 
avoidable fixed charges. We need, therefore, indemnity against 
these indirect losses by fire which, in the majority of instances, 
exceed the destruction of actual property itself. 

This summer I met a former evening school student in Mem- 

is who is in charge of the insurance affairs of a big corporation. 
said, “I want to tell you of the biggest business interruption 
policy you ever heard of—$170,000,000. We have different units 
in different cities and when one goes out of commission we must 
stop the whole chain of production.” Life insurance is business in- 
terruption insurance. The strategic life in a business is the power 
house. If we see fit to insure individual links in the chain of pro- 
duction with business interruption insurance under the fire cover- 
age then just as surely the strategic life, the energy-producing cen- 
S. —_ to be covered with business interruption insurance on the 
plan. 

There are two things I should like to call your attention to par- 

ticularly ; they mean a lot to you. In the field of property we hear 
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a lot about conservation. I think the books and articles that hayes 
been written weigh a ton if not more; it is a big subject. But why 
exercise conservation with respect to only one-seventh of the value 
and forget it with respect to the much greater value—our life? 

Now the thought I should like to leave with you is this: Al 
life insurance companies are doing and will do more in the future 
along the same line that the property insurance companies are do- 
ing. ‘Ihe fire insurance companies spend millions of dollars to pre 
vent fire in the first instance. The bonding companies pay only 
25 percent of every dollar of premium collected, and the balance 
goes primarily for the prevention of embezzlement. Title insur- 
ance companies rarely have to pay any more losses; they see to it 
ahead of time. In steam boiler insurance 7 cents out of every dol- 
lar, 1 am told, goes to the payment of losses. 

The prevention of losses in the first instance is real insurance, 
and the greatest insurance. Now we should do the same thing with 
respect to our life. Why only inspect property? Why only take on 
inventory of property? Why should not we apply identically the 
same idea to the value of those God-given forces and keep ourselves 
on this earth as a working factor just as long as possible?. You 
say, “That is all very nice; how are you going to do that?” Simply 
get examined every six months—certainly every year. I consider 
myself very negligent if I do not go down to the insurance company 
for examination every six months—take an inventory—find my 
status. Why not? Do you know that the great majority of workers 
die prematurely because disease gets hold of them, unknown t& 
them, or if known is so little troublesome that it does not overcome 
the natural tendency toward procrastination, until it gets beyond 
control? 

How many unhappy homes today for the simple reason that 
the same common sense was not used in connection with the greatest 
value there is, and in the same way that we use it in our property 
atfairs! Do you realize that over 60 percent of the diseases that 
kill can be stamped out if discovered in time, or can be controlled 
for years and years and the man be kept a working factor? I met 
a man this summer in Minnesota who was on his way to be operated 
on for cancer, and he told me that for eight years he had been 
going down there to be kept alive. He assured me that his income 
was bigger each year than the year preceding. He said, “I regret 
beyond measure that I did not act in time and therefore it is now 


expensive to be kept alive.” 


‘The Metropolitan Life Insurance Company has recently issued 
figures for 6,000 business men of affairs who are being 
every six months and with a rather thorough examination. Examl- 
inations range all the way from the cheap examination to a $50 
examination, and these men act on the information that is giveD 
them without exception. The last examination I took they sent 
me two pages of instructions. They told me there was not a thing 
the matter with me but that I had certain tendencies. They told me 
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just exactly what I should do to counteract the tendencies that 
they found in me for the time being. I would be a fool if I did not 
do that. They assured me that those tendencies would not mean 
much if controlled. We all have tendencies; do not think that I am 
the exception. If we behave ourselves in a certain way we counter- 
act those tendencies and there is not need for an early death at all. 

They found furthermore as regards those 6,000 people that the 
longevity was improved 24 percent as compared with an equal num- 
ber who are not examined. Why, it is a wonderful thing—cheap in 
the extreme—and for people of affairs who make a decent income 
and have families dependent upon them not to take advantage of 
this periodic medical examination when it is given free by their 
insurance company is the height of folly. It should be availed of in 
any case and pdid for if it has to be, but when given free it ought 


' to be taken advantage of. And yet may I tell you that only one 


out of twenty today, who is invited to do himself this benefit, ac- 
cepts the invitation ! 

Therefore I am teaching the idea that the life insurance com- 
panies must do soon what the fire insurance companies do. The 
fire insurance companies say that we must take human beings as 
they are. ‘They usually can see only a few inches ahead of their 
nose. ‘hey are actuated not so much by talk as by that almighty 
pocketbook of theirs, and we must reward a man with money for 
doing the right thing for himself. And the fire insurance compa- 
nies, the marine insurance companies, and the property insurance 
companies generally always dangle dollars in front of a man. Other- 
wise he will not act. | 

So 1 am coming to the point of view to stop sending invitations; 
they co not reach most people. But if the insurance company would 
grant me a 3 percent concession in the premium on the condition 
that 1 take a periodic examination, I would do so eagerly. 

Just one more thought. We are al! taught to make our will. 
lhave a book of business maxims and if I remember correctly that 
is the first rule at the top. How many of you have not done it? Do 
it tomorrow. 

When | ask a man, “What are you covering with your will?” 
he usually replies, “Well, my stocks and my bonds and my home and 
this thing and that thing,” and then he stops. Is that all a man’s 
estate consists of? We have a wrong idea of what “personal es- 
late” means. If you ask me what my personal estate is, I will an- 
swer frankly: “Seven-eighths of my estate you see here tonight— 
the capitalized worth of my earnings. About one-eighth of my 
estate consists of material things, my home, the property in my 
dfice and a few investments.” 

May | ask you the question, Shouldn’t I be just as anxious to 
leave my loved ones the seven-eighths of my personal estate as I 
am willing to leave them the one-eighth? Should I not make a will 
tover everything? My thought is that every man should have two 

property will and a life will, and by the terms of the life 
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will we bequeath to our loved ones the money worth of the forces 
within us in the same way that we leave a property will to be 
queath to them our humble material possessions. And for the over. 
whelming number the life will is of much greater significance than 
the property will. The life insurance bond is a will absolutely; the 
analogy is again complete. The insured is the testator, and the 
beneficiary is the devisee or the heir. In the property we use the 
word “heir” ; that everybody understands, and in life insurance we 
use the word “beneficiary.” It is not a different thing. We are 
simply taking over into the life field the same identical idea we have 
had in property. When we make our property will we are careful 
that our heirs are correctly named. We go to a lawyer and pay a 
large fee to see that the property goes where we want it to go. 
‘here is not one life policy in twenty where the beneficiaries—the 
heirs—have been named correctly. In my life insurance policies 
you will find the benficiary clause identical with my property will. 
it provides for the first beneficiaries and second beneficiaries and 
all the contingent beneficiaries. If you do that with respect to your 
property you should do it with respect to that which is within you. 

Then for years we have been speaking about trust arrange- 
ments, and a man says, “as regards my property I have to see to 
it that my good heirs do not squander that,” but where there isa 
life value he goes on the theory that they can squander it at will. 
So it is only within the last two or three years that the Trust Com- 
panies are linking up their service with the Life Insurance Com- 
panies—the trust relationship with life insurance. 

And then we come to the subject of investment. I wish I had 
an evening to talk to you on the life insurance investment. It is 
100 percent as regards every one of the dozen or more requisites of 
a good investment. It is absolutely safe as to principal. There has 
not been a dollar lost of any life insurance savings in any company 
in the last twenty-five years to my knowledge. It pays a very decent 
return—about 414 percent on the investment account. You of 
course pay for your term insurance. You should pay that under 
any investment. I am getting so far now as to seriously think of 
putting my faith in single premium insurance and be done with it. 
Just to illustrate: At my age—and I am getting old—if I would put 
aside with the average insurance company about $6,400 in a single 
premium $10,000 20-year endowment policy, I would have, if I died 
the next day, $10,000. If 1 died at the end of the tenth or eleventh 
year | would still have made about 6 percent compound interest. 
At the end of the 20-year period they would hand to me a principal 
representing about 414 percent compound interest exclusive of the 
cost of the term insurance. 

Now, | have talked a long time. May I just touch on one more 
idea? What I wish to say is that we want to emphasize the thought 
that life insurance does not exist for widows and orphans only. 
1 have just written a paper for the Annual Convention of the Inter- 
national Life Underwriters Association at Atlantic City, where! 
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made the point that life insurance from now on should be viewed 
in its creative effect on the man who pays the premiums. This side 
of the account (see page 703, Column 2) is the insurance against 
our weakness in the field of finance. The other side (Column 1) 
is for the protection of the widow and orphan as well as our 
business. 

DISCUSSION 

Mr. Robert Burns (American Insulating Machinery Com- 
pany): Dr. Huebner, won’t you elaborate on that idea of appraisal, 
as to what you are trying to get at? 

Mr. Huebner: I shall be very glad to do that. That is one of 
the most technical phases, and prospects for the purchase of these 
life insurance bonds would be divided into two main classes. First, 
for family insurance, the question frequently arises, How much in- 
surance ought a man to take out? How much ought he to bond him- * 
self for as far as family protection goes? That is answered simply. 
Ascertain, if you will, how much your family is using out of your 
income, and deduct from your income the amount of your own self- 
support, because when you go that is no longer needed. In duty 
you ought to leave your family in as good condition as they were 
when you were here. For instance, my duty is to arrange my 
affairs in such a way that my family is as well off without me as 
with me. 1 am talking economics now, understand. (Laughter) 

While | may frankly tell you that is what I have done, I am not 
going to lose a minute’s sleep about it, because from the stand- 
point of income my family will be just about as well off without me 
as with me. If your family needs two-thirds of your income, then 
you will need to bond yourself for an amount that will take care of 
that. 1 am in favor of compulsory insurance for a decent minimum. 
Qur whole structure of wages has been built on the property phil- 
ophy. We have not begun in our legislation to visualize the life 
value. If everybody carried a decent amount of life insurance that 
would automatically reflect itself and we would all participate in 
the bill, but how much more good would be done than is now done! 

When it comes to business life insurance the complications 
Sart. You would have to ask yourself many questions. I have 
listed some thirty of them. Here are a few of them. To what ex- 

. tent does the man’s business comprise virtually his whole private 
state? How many other owners are there? Is he the main or 
part-owner? Is he the main man in the business? To what ex- 
tent is he subject to post-mortem taxes? How much credit is there fF 
ii that business? 

You see what I mean. You have to sit down and figure that 4 
out, and | will admit that a considerable estimate is required. But 
May | say there is not anything more difficult in appraising a life 
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vat in business than in appraising the property? The only reason we 

ly. think property appraisals are easier is because we have been think- 4 
er- ig about them for many years. It will be just as easy ultimately | 
a! evolve rules which will guide men in reaching an approximate 


aiswer as to what they are worth in their business. i 
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respective crops. This has the advantage of being quite logical iy 
its application to most of these sundry items, and, save unde 
exceptional conditions, not subject to great variations as between 
the relative proportions of any given three, or more, crops. The 
distribution over fields of each crop is, of course, also on an areg 
basis, the “new crop” fields assuming the burden as the area of 
the progressing harvest diminishes and the “middle crop” fields 
being charged with an approximately fixed amount. 

The remarks made previously, as to specific items, apply here 
also; the principal exceptions being rent and taxes, the treatment 
of which with respect to crops was fully discussed on page 367. 

With respect to fields the basis for distribution of rent de 
pends on the nature of the rental. If it consists of a percentage of 
the returns from the sale of sugar, the relative tonnage of sugar 
hee ay would probably be the most logical basis: If, on the other 

and all of the rent, or a portion, consists of a fixed amount ona 
certain area, but not specifically designated fields, then the dis- 
tribution over fields should be made in the ratio which the indi- 
vidual field areas bear to the total area so rented. 

The respective share of the taxes distributable to each field of 
the various crops is determined by its value at the end of the fiscal 
— each field being charged in relative ratio. This, again, is 
ogical, since taxes are levied on the assessed value of the enter- 
prise, which certainly includes the growing crops. 

Where insurance on growing cane is in force, the premiums 
applicable to this insurance, being chargeable to a specific crop and 
fields, must be so assigned The remaining insurance cost is then 


. distributed together with the other general costs as above stated. 


The foregoing paragraphs contain all the information neces- 
sary to complete the entire crop and field distribution. 

The costs of every operation for each field are then accumulated 
monthly to the field books (one for each crop), which consequently 
show the total cost to date every month, with the exception of cer- 
tain items in suspense, previously alluded to, which are distribut- 
able over all fields at the end of the fiscal period. 

There is one other cost factor, which, while it does not enter 
into the monthly distribution problem must be allocated to crops 
and fields once each year. This is depreciation. It is not within 
the scope of this paper to discuss the various methods of dealing 
with this subject and for this reason mention of it was omitted 
in that section of the text which deals with the general accounts. 
Suffice it to say that, whichever the method, all plantations make 
provision for depreciation and therefore all must deal with the 
problem of spreading its cost over crops and fields, if their air. is 
to arrive at reliable cost figures. 

The principle to be followed in making the allocation is much 
the same as that governing the distribution of the monthly costs, 
namely, to find a logical basis according to the nature of the asset. 
Thus, depreciation on all permanent improvements and such equip- 
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ment which cannot well be assigned a specific basis might be spread 
over crops on the basis of relative area. The depreciation of the 
factory (building and machinery), caused directly by the process 
of manufacture, could logically be charged to the current crop each 

. The relative crop cost of pumping for the year wouid furnish 
an equitable basis for the depreciation on the entire pumping equip- 
ment and improvements connected therewith, such as waterways, 
flumes, reservoirs, pipe lines, and wells. 

Depreciation of steam plows and tractors could be charged to 
the crops on which work was performed by these implements. 

About three-fourths of the total work of locomotives and cars 
is the hauling of cane; the rest of the work is of a miscellaneous 
nature. It is therefore reasonable to allocate the depreciation in the 
same ratio, that is, charge 75% to the crop or crops for which 
cane was hauled during the fiscal year and distribute the remain- 
ing 25% on the basis of area over all crops. 

Depreciation of live stock and stable equipment could be dis- 
tributed on the basis of animals. From the cumulated record of 
animal work done, which is used in the monthly distribution of 
stable expense, a segregation can be made at the end of the year, 
classifying the work by crops, as far as apparent. This segrega- 
tion may account for, say, 65% of the total animal labor and can 
be spread over crops in the ratio shown for each crop; the balance 
of 35%, not being of a specific nature, may then be distributed on 
the basis of relative area over all the crops. 

The distribution of these depreciation costs over individual 
fields is made on the basis of their relative areas, and, when posted 
to the field book, completes this record. 

Passing mention need only be made of the last cost factor, 
marketing expense. Its treatment presents no special point of 
interest, its cost being wholly chargeable, of course, to the crop 
incurring the expense and to the fields according to tons of sugar 
produced from them. 

EXHIBITS 

From these detailed cost data it is possible to compile monthly 
comprehensive sets of exhibits reflecting not only the expenditures 
in time, labor, and materials for each operation, and its division 
over crops, but also the financial status of each crop to date of 
accounting. 

At the end of the fiscal year the following cost statistics can 
also readily be compiled from the data assembled during the year. 

1. Operating Costs for the Year. 

This can be made to show the cost of each operation dur- 
ing the year, sub-divided both into crops and into labor 
and material. 

2. Cost of Production of Current Crop. 

This may be arranged to show in separate columns the 
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amounts expended on the crop during the years (usually 
three) of its growth, these figures summarized and 
| grouped according to labor and material and the total 
ee of these. “Acre” and “Ton” unit costs at the margin 
complete the statement. 
eee 8. Marketing Expense. 
ae On this can be shown the detail of the elements com- 
a. posing this cost factor: Tons shipped, destination, de 
ee tail of local and mainland charges and the cost per ton 
an sugar of each of these. 
4. Depreciation. 
A comprehensive way to arrange this is to show the dis- 
tribution over crops of the depreciation charged on the 
various assets and also a final column showing the total 
depreciation charged during the years the crop was in 
gro 
aby 5. Field Cost Statement for Current Crop. 
a7 This will be a complete statement of unit costs, both per 
acre and per ton sugar, by fields and by operations. It 
will show the cost to produce; to market; proceeds; profit 
or loss per acre and per ton sugar; and also cane and 
sugar data. 


While it is realized that the system of crop and field costing 
here described leaves room for improvement, there is no question 
that strenuous efforts are exerted in every plantation office, to 
get close to the facts. It is imperative to know accurately the limits 
of profitability in field and factory, in order so to steer the ship 
that even the present low price of sugar will not pile it on the 
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